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UNCLAS BONN 9313 

DEPARTMENT PASS TREASURY AND EEDERL RESERVE 

E. O. 11652: N/A 
TAGS: EEIN, ECON, GW 

SUBJECT: FINANCIAL PLANNING COUNCIL AGREES ON PUBLIC SECTOR 
RESTRAINT THROUGH 1974 

REF: ( A) BONN A-353; ( B) BONN 6746 

1. YESTERDAY' S MEETING OE THE PUBLIC SECTOR EINANCIAL 
PLANNING COUNCIL BROUGHT AGREEMENT ON THE NEED EOR CONTINUED 
RESTRAINT AT ALL LEVELS OE GOVERNMENT FOR THE REST OF 1973. 

THIS INVOLVES NOT ONLY ADHERENCE TO THE DECREE TO LIMIT 
PUBLIC SECTOR BORROWING IN 1973 TO DM 5.5 BILLION ( SEE FIRST 
PARA OF REF A), BUT ALSO STERILIZATION OF TAX RECEIPTS 
ABOVE BUDGETED LEVELS AND REDUCTION OF PUBLIC SPENDING 
PLANS AS OUTLINED IN REF B ( SEE ITEMS 7 AND 5, RESPECTIVELY). 

2. THE COUNCIL ALSO AGREED THAT THE FORTHCOMING 1974 DRAFT 
BUDGETS AT ALL LEVELS OF GOVERNMENT MUST BE PREDOMINATELY 
STABILITY- ORIENTED. TO THIS END, FINANCE MINISTER SCHMIDT 
HAD PROPOSED TO OFFICIALLY LIMIT THE RATE OF GROWTH OF 
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EXPENDITURES OF THE PUBLIC SECTOR AS A WHOLE TO 10.9 PERCENT 
IN 1974 ( OVER 1973). THIS PROPOSAL WAS APPROVED BY MAJORITY 
VOTE, WHILE THE MINORITY WANTED TO SEE BASIC SPENDING PLANS AND 
PRIORITIES WORKED OUT FIRST. 

3. SCHMIDT ANNOUNCED THAT THE 1973 ANTI-INFLATIONARY 
PROGRAM WILL BE FOLLOWED IN 1974 BY DECREES TO LIMIT PUBLIC 
SECTOR BORROWING AND TO BUILD UP COUNTERCYCLICAL RESERVES, 

IF SO WARRANTED BY THE UNDERLYING BUSINESS SITUATION. 
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